SEPARATION AGREEMENT 


THIS SEPARATION AGREEMENT (“Agreement”), made and entered into by and 
between KRISHNA YARLAGADDA (“Mr. Yarlagadda”) and AVAJ CORPORATION, a 
California corporation (the “Company’’), as of March 23, 1999, 








WITNESSETH: 


WHEREAS, on March 12, 1999, the Company and Mr. Yarlagadda reached agreement 
relating to the separation of Mr. Yarlagadda from the Company, as set forth in that certain 
Summary of Principle Terms attached hereto as Exhibit A (the “Summary of Terms”); and 


WHEREAS, the Company and Mr. Yarlagadda wish to complete the actions set forth in 
the Summary of Terms and to set forth certain additional agreements between them with respect 
thereto: 


NOW, THEREFORE, the parties agree as follows: 


1. Resignation. Mr. Yarlagadda does hereby resign as President and Chief Executive 
Officer, Chief Financial Officer and Secretary of the Company, and in each other capacity as an 
officer or employee of the Company, effective as of March 19, 1999, and the Company does 
hereby accept such resignation. As of the date hereof, Mr. Yarlagadda is a member of the Board 
of Directors of the Company. All inquiries regarding Mr. Yarlagadda shall be answered in a 
manner consistent with the terms of this paragraph. 


2. Balance Sheet; Liabilities. The Company’s unaudited balance sheet as of the date 
hereof is attached hereto as Exhibit B (the “Balance Sheet”). Mr. Yarlagadda hereby represents 
and warrants to the Company that to the best of his knowledge the Company has no liability or 
monetary obligation, absolute or contingent, except as set forth in the Balance Sheet. 





3. Capitalization. A list of all outstanding shares of capital stock of the Company and all 
outstanding warrants and options to acquire capital stock of the Company is set forth on 
Exhibit C (the “Capitalization Table”). Mr. Yarlagadda hereby represents and warrants to 
Company that, except as set forth in the Capitalization Table, there are not outstanding any 
options, warrants, rights (including conversion or preemptive rights or rights of first refusal), or 
agreements for the purchase or acquisition from the Company of any shares of its capital stock. 


4. Forgone Income. The parties agree that a schedule of the allocation of the $250,000 
pool to be divided among Company founders for aggregate forgone salary income is set forth on 
Exhibit D attached hereto (the “Forgone Salary Pool”). In addition to the $160,000 allocable to 
Mr. Yarlagadda from the Forgone Salary Pool, the parties agree that the aggregate amount of 
Mr. Yarlagadda’s loan receivable from the Company (as described in Section 6 of the Summary 
of Terms) is $ (the “Loan’’). Except as expressly provided herein, Mr. Yarlagadda 
acknowledges that he will not receive (nor is he entitled to) any additional compensation, 
severance or benefits (including, but not limited to, health insurance and disability insurance) 
other than the one hundred twenty (120) days health insurance described in Section 10 of the 
Summary of Terms. 
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5. Repurchase of Stock. On the date hereof, Mr. Yarlagadda agrees to and does hereby 
sell to the Company, and the Company agrees to and does hereby purchase from Mr. Yarlagadda, 
a total of 5,450,000 shares of Common Stock of the Company (the “Repurchased Shares”) for 
aggregate consideration of $5.45 (the “Repurchase Price”). Concurrently with the delivery of 
this Agreement, Mr. Yarlagadda is delivering to the Company his certificate No. 1 representing 
6,400,000 shares of Common Stock of the Company, with a duly executed stock power, and the 
Company is delivering to Mr. Yarlagadda two new certificates representing an aggregate of 
950,000 shares of Common Stock to reflect the cancellation of the Repurchased Shares provided 
for in this Section 5. Certificate No. 6, representing 855,000 shares of Common Stock, shall be 
transferred to Mr. Yarlagadda’s possession and certificate No. 7, representing the 95,000 shares 
of Common Stock to be held in escrow pursuant to Section 11 of the Summary of Terms, will be 
transferred to the possession of Pillsbury Madison & Sutro LLP, as escrow holder in accordance 
with the terms and provisions of the Stock Escrow Instructions attached hereto as Exhibit E. 





6. Proprietary Information Obligations. In consideration of the compensation and 
benefits provided herein, Mr. Yarlagadda acknowledges that he has previously executed and 
delivered to the Company and agrees that he will continue to be bound by the terms of his 
Proprietary Information and Inventions Agreement (“Proprietary Information Agreement”), a 
copy of which is attached hereto as Exhibit F. 





7. Nondisparagement. Each of Mr. Yarlagadda and the Company agree (and the 
Company agrees to instruct its officers and directors in writing) not to disparage the other party, 
and the other party’s officers, directors, employees and agents, in any manner likely to be harm- 
ful to them or their business, business reputation or personal reputation; provided that both 
Mr. Yarlagadda and the Company shall respond accurately and fully to any question, inquiry or 
request for information when required by legal process. Any breach of this covenant shall be 
subject to the expedited arbitration provisions of Section 11 hereof. 





8. Nonsolicitation. Mr. Yarlagadda agrees that, for one (1) year commencing on the 
Separation Date, he will not, either directly or through others, solicit or attempt to solicit any 
employee, consultant, or independent contractor of the Company to terminate his or her relation- 
ship with the Company in order to become an employee, consultant or independent contractor to 
or for any other person or entity. 





9. Company Property. Mr. Yarlagadda will promptly return to the Company all 
Company documents (and all copies thereof) and other Company property in his possession, or 
his control, including, but not limited to, Company files, notes, drawings, records, financial 
information, specifications, computer-recorded information, tangible property, credit cards, entry 
cards, identification badges and keys; and, any materials of any kind which contain or embody 
any proprietary or confidential material of the Company (and all reproductions thereof); provided 
that Mr. Yarlagadda shall be entitled to retain the following assets: HiTECH PC and P775 17” 
Monitor. The following items are Mr. Yarlagadda’s personal property: Brother Fax machine. 











9.1 Confidentiality. The provisions of this Agreement shall be held in strictest 
confidence by Mr. Yarlagadda and the Company and shall not be publicized or disclosed in any 
manner whatsoever. Notwithstanding the prohibition in the preceding sentence: 

(a) Mr. Yarlagadda may disclose this Agreement, in confidence, to his immediate family; (b) the 
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parties may disclose this Agreement in confidence to their respective attorneys, accountants, 
auditors, tax preparers, and financial advisors; (c) the Company may disclose this Agreement as 
necessary to fulfill standard or legally required corporate reporting or disclosure requirements; 
and (d) the parties may disclose this Agreement insofar as such disclosure may be necessary to 
enforce its terms or as otherwise required by law. 

Without limiting the foregoing, the company will not disclose this agreement or the 
Summary of Terms (Exhibit A) to potential investors or other third parties without Mr. 
Yarlagadda’s approval. 


10. Confidential Arbitration. To ensure rapid and economical resolution of any and all 
disputes which may arise in connection with this Agreement, Mr. Yarlagadda and the Company 
agree that any and all disputes, claims, causes of action, in law or equity, arising from or relating 
to this Agreement or its enforcement, performance, breach or interpretation, shall be resolved by 
final and binding confidential arbitration in accordance with the procedures promulgated by the 
American Arbitration Association (applying its Commercial Arbitration Rules). 





11. Survival of Summary of Terms. Except as expressly set forth herein, each term and 
provision of the Summary of Terms shall survive the execution and delivery of this Agreement 
and shall remain in full force and effect. 





12. Indemnification. 








12.1 By Mr. Yarlagadda. Mr. Yarlagadda shall indemnify the Company against any 
expenses or liabilities associated with the breach by Mr. Yarlagadda of any representation, 
warranty or covenant of Mr. Yarlagadda set forth herein. Such indemnification obligation shall 
be secured by the 95,000 shares of Common Stock to be held in escrow. 


12.2 By the Company. Subject to section 13.1 above, the Company agrees that, in the 
event any claim is brought against Mr. Yarlagadda for actions taken on behalf of the Company 
while Mr. Yarlagadda was an officer or director of the Company, it will indemnify 
Mr. Yarlagadda against any expenses or liabilities associated with such claims in the manner and 
to the extent required by applicable law. 





13. Release of Claims. 








13.1 By Mr. Yarlagadda. Except as otherwise set forth in this Agreement, 
Mr. Yarlagadda hereby releases, acquits and forever discharges the Company, its officers, 
directors, agents, attorneys, servants, employees, shareholders, successors, assigns and affiliates, 
of and from any and all claims, liabilities, demands, causes of action, costs, expenses, attorneys’ 
fees, damages, indemnities and obligations of every kind and nature, in law, equity, or otherwise, 
known and unknown, suspected and unsuspected, disclosed and undisclosed, arising out of or in 
any way related to agreements, events, acts or conduct at any time prior to and including the 
execution date hereof, including but not limited to: any and all such claims and demands directly 
or indirectly arising out of or in any way connected with Mr. Yarlagadda’s employment with the 
Company or the termination of that employment; claims or demands related to salary, bonuses, 
commissions, stock, stock options, or any other ownership interests in the Company, vacation 
pay, fringe benefits, expense reimbursements, sabbatical benefits, severance benefits, or any 
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other form of compensation; claims pursuant to any federal, state, local law, statute or cause of 
action including, but not limited to, the federal Civil Rights Act of 1964, as amended; the federal 
Americans with Disabilities Act of 1990; the California Fair Employment and Housing Act, as 
amended; tort law; contract law; wrongful discharge; discrimination; fraud; defamation; harass- 
ment; emotional distress; and breach of the implied covenant of good faith and fair dealing. 

Mr. Yarlagadda warrants and represents that there are no liens or claims of lien or assignments in 
law or equity or otherwise on or against any of the claims or causes of action released herein, 
and, further, that Mr. Yarlagadda is fully entitled and duly authorized to give this complete and 
final general release and discharge. 


13.2 By Company. Except as otherwise set forth in this Agreement, the Company 
hereby releases, acquits and forever discharges Mr. Yarlagadda, his agents, attorneys, assigns 
and affiliates, of and from any and all claims, liabilities, demands, causes of action, costs, 
expenses, attorneys’ fees, damages, indemnities and obligations of every kind and nature, in law, 
equity, or otherwise, known and unknown, suspected and unsuspected, disclosed and undis- 
closed, arising out of or in any way related to agreements, events, acts or conduct at any time 
prior to and including the execution date hereof, including but not limited to: any and all such 
claims and demands directly or indirectly arising out of or in any way connected with 
Mr. Yarlagadda’s employment with the Company; claims or demands related to salary, bonuses, 
commissions, stock, stock options, or any other ownership interests in the Company, vacation 
pay, fringe benefits, expense reimbursements, sabbatical benefits, severance benefits, or any 
other form of compensation; tort law; contract law; fraud; defamation; and breach of the implied 
covenant of good faith and fair dealing. 


13.3 Section 1542 Waiver. Each of the Company and Mr. Yarlagadda acknowledges 
that such party has read and understands section 1542 of the Civil Code of the State of California 
which reads as follows: 





A general release does not extend to claims which the creditor does not know or 
suspect to exist in his favor at the time of executing the release, which if known 
by him must have materially affected his settlement with the debtor. 


Each party hereby expressly waives and relinquishes all rights and benefits under that section 
and any law or legal principle of similar effect in any jurisdiction with respect to the release of 
unknown and unsuspected claims granted in this Agreement. 


14. Miscellaneous. 


14.1 Entire Agreement. This Agreement, including Exhibits A, B, C, D, E and F, 
constitutes the complete, final and exclusive embodiment of the entire agreement between 
Mr. Yarlagadda and the Company with regard to the subject matter hereof. It supersedes any and 
all employment agreements entered into by and between Mr. Yarlagadda and the Company. It is 
entered into without reliance on any promise or representation, written or oral, other than those 
set forth in the Summary of Terms and those expressly contained herein. It may not be modified 
except in a writing signed by Mr. Yarlagadda and a duly authorized officer of the Company. 
Each party has carefully read this Agreement, has been afforded the opportunity to be advised of 
its meaning and consequences by his or its respective attorneys, and signed the same of his or its 
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own free will. Exhibit B (Balance Sheet), and the determination of the aggregate amount of 
Mr. Yarlagadda’s loan to the Company shall be completed in good faith and incorporated into 
this document within one week of Mr. Yarlagadda’s return from India, but no later than April 1, 
1999. 


14.2 Successors and Assigns. This Agreement shall bind the heirs, personal representa- 
tives, successors, assigns, executors, and administrators of each party, and inure to the benefit of 
each party, its heirs, successors and assigns. 





14.3 Applicable Law. This Agreement shall be deemed to have been entered into and 
shall be construed and enforced in accordance with the laws of the State of California as applied 
to contracts made and to be performed entirely within California. 





14.4 Severability. If a court of competent jurisdiction determines that any term or 
provision of this Agreement is invalid or unenforceable, in whole or in part, then the remaining 
terms and provisions hereof shall be unimpaired. Such court will have the authority to modify or 
replace the invalid or unenforceable term or provision with a valid and enforceable term or 
provision that most accurately represents the parties’ intention with respect to the invalid or 
unenforceable term or provision. 


14.5 Paragraph Headings. The paragraph headings contained in this Agreement are for 
reference purposes only and shall not affect in any way the meaning or interpretation of this 
Agreement. 





14.6 Counterparts. This Agreement may be executed in two counterparts, each of which 
shall be deemed an original, all of which together shall constitute one and the same instrument. 


IN WITNESS WHEREOF, the parties have duly authorized and caused this Agreement 
to be executed as follows: 





Krishna Yarlagadda 


AVAJ CORPORATION, a California corporation 


By 





Peter Foley 
Chief Executive Officer 
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EXHIBIT A 


SUMMARY OF TERMS 
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EXHIBIT B 


BALANCE SHEET 
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EXHIBIT C 





CAPITALIZATION TABLE 
A. Outstanding Founders Common Stock 
Cert No. Name Shares 
1 Krishna Yarlagadda 6,400,000 
2 Pete Foley 840,000 
3 Srinivas Lingam 240,000 
4 Sanjay Vishin 480,000 
5 Suresh Kadiyala 260,000 


Total 8,220,000 
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B. Other Outstanding Stock Grants/Stock Options 








Exercise 
Name Shares Price Comment 
Michael Glenn 8,000 $.001 Grant for services 
rendered 
Per Krishna’s email 
Rolf Brauchler 27,563 $.001 Grant for services 
rendered 
Verbal agreement 
Dave Patterson 60,000 $.001 Offer letter 
2K/mo. first yr, 1K/mo 
thereafter one 
day/month service 
Damien Walker 25,000 $.001 Verbal offer 
AVS Sastry 60,000 $.001 Offer letter 
Ram Prasad 15,000 $.001 Offer letter 
Arogyaswami Paulraj 60,000 $.001 Offer letter 
2K/mo. first yr. 
1K/mo thereafter 
one day/month service 
William Lee $.001 Offer Letter 
2K per day per month 
Anant Agarwal $.001 Offer Letter 
2K per day per month 
Al Javed 10K $.001 Verbal Offer 
Rich Beyer $.001 Verbal Offer 
2K per day per month 
Mahesh Veerina 160,000 $.001 If responsible for 
bringing funding — 
80K after close, 80K 
vesting over next 2 yrs 
Samir Mitra 10K $.001 Verbal Offer 
Bill Burger 10K $.001 Verbal Offer 
Umesh Padval 10K $.001 Verbal Offer 
Siva Kumar 5K $.001 Verbal Offer 
Sameer Nanajkar 15K $.001 Offer Letter 
Muralidhar Navada 15K $.001 Offer Letter 
Yoganandam 25K $.001 Offer Letter 





Yoleswarapu 
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C: Outstanding Preferred Stock Warrants (20% warrants for bridge loan amounts) 





Amount of Preferred 





Name Stock Subject to Purchase 
Kumar Yamani $100,000 
Deepak Moorjani 15,000 
Prof. Thomas Kailath 4,000 


Prof. Arogyaswami Paulraj 2,000 
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EXHIBIT D 


FOREGONE SALARY 


Total Founders Foregone Salary pool is $250K 


Name 


Krishna Yarlagadda 
Pete Foley 

Srinivas Lingam 
Sanjay Vishin 
Suresh Kadiyala 
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Amount 


$ 160,000 
0 

23,916 
35,833 
40,000 


Comment 


$40K more in stock 


EXHIBIT E 
STOCK ESCROW TERMS 


1. General. Pursuant to the terms of the Separation Agreement, the Company will 
deposit with Pillsbury Madison & Sutro LLP, as Escrow Agent (the “Escrow Agent’), an 
aggregate of 95,000 shares of Common Stock of the Company issued to Mr. Yarlagadda (the 
“Escrowed Shares”), to be held and disposed of in accordance with the terms and conditions 
hereof. 


2. Escrow Funds. The Escrow Agent shall hold the Escrowed Shares in an account 
entitled the “Indemnification Escrowed Shares Account” (the “Escrow Account’). The 
Escrowed Shares, or such other amount from time to time held by the Escrow Agent in the 
Escrow Account, together with any dividends, distributions or other earnings thereon, are 
hereinafter referred to as the “Escrow Funds.” 


3. Charges Against Escrow Funds. In the event that, and from time to time as, 
determines that amounts are chargeable or can be reserved against the Escrow Account pursuant 
to the terms and conditions of Section 13.2 of the Agreement and this Section 3, the Company 
shall provide a notice to Mr. Yarlagadda and the Escrow Agent of such claim (a “Claim’’) against 
the Escrow Funds, stating the amount thereof, the specific section of the Agreement which has 
been Breached, and a brief description of the facts upon which the Claim is based. Unless it 
receives prior notice from Mr. Yarlagadda pursuant to Section 4 below, the Escrow Agent shall 
deliver to the Company out of the Escrow Account Escrow Funds in an amount equal to the 
amount of such Claim as specified therein. Such delivery or transfer, as the case may be, shall 
first be made out of any cash or cash equivalents in the Escrow Account, and thereafter out of 
Escrowed Shares. Subject to the provisions of Section 4 herein, delivery of any Escrow Funds to 
the Company, shall be made on the thirtieth (30th) calendar day after delivery to the Escrow 
Agent of written notice of a Claim (or as soon as practicable thereafter). 





4. Dispute of Claim. 





(a) Mr. Yarlagadda shall have the right to dispute, in whole or in part, any Claim against 
the Escrow Account prior to the 30th calendar day following the delivery to the Escrow Agent of 
a Claim notice. Such dispute shall be made by delivering to the Escrow Agent written notice (an 
“Objection Notice”) that Mr. Yarlagadda disputes, in whole or in part, the matters set forth in 
the Claim notice either with respect to the validity or the amount of the Claim, or on the basis 
that the matter in question is not properly chargeable against the Escrow Account under the 
terms hereof or of the Agreement. Such notice shall include the basis, with reasonable 
specificity, of Mr. Yarlagadda’s objection. The Escrow Agent shall promptly furnish the 
Company with a copy of any Objection Notice. 


(b) Upon receipt of an Objection Notice from Mr. Yarlagadda, the Escrow Agent shall 
transfer from the Escrow Account to a Dispute Fund the amount of Escrow Funds representing 
that portion of the applicable Claim notice that Mr. Yarlagadda is disputing. Escrow Funds 
representing that portion of the Claim notice not in dispute may be delivered to the Company. 
The Escrow Agent shall take no action with respect to the Dispute Fund, except upon receipt of 
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joint written instructions from the Company and Mr. Yarlagadda signed by both parties. Upon 
notice in accordance with such instructions directing the Escrow Agent to release any amount in 
the Dispute Fund to Mr. Yarlagadda, the Escrow Agent shall promptly make the required 
payments of Escrow Funds and shall retain any balance in any reserve required for an 
unliquidated claim, or in the Escrow Account. 


(c) If the amount necessary to satisfy any disputed Claim, as ultimately determined in the 
manner herein provided, is in excess of the amount held in the Dispute Fund with respect thereto, 
an additional amount necessary to satisfy such Claim shall be delivered from the Escrow Funds 
to the Company in the manner set forth in Section 4. 


(d) Fees and expenses incurred by Mr. Yarlagadda in performing its duties hereunder 
and under the Agreement (including, but not limited to, legal fees and expenses related thereto 
and premiums for an insurance policy covering the acts, errors and omissions of Mr. Yarlagadda 
with respect thereto) shall be severally borne by the Company and Mr. Yarlagadda. 


5. Termination; Release of Escrowed Shares. The Escrow Agent shall on March _ , 
2000 (i.e., the first anniversary of the Closing under the Agreement) (the “Release Date”) deliver 
to Mr. Yarlagadda, an amount of Escrow Funds equal to: (i) the Escrowed Shares, plus (ii) any 
dividends, distributions and other earnings on such Escrowed Shares, minus (iii) all Escrow 
Funds paid to the Company in satisfaction of Claims under Section 3 above as adjusted for any 
stock splits, consolidations or recapitalizations, minus (iv) all Escrow Funds held in the Dispute 
Fund; provided, however, that any amounts with respect to which the Escrow Agent shall have 
been given notice of a Claim during the last thirty (30) business days before the Release Date 
shall be deemed to be held in the Dispute Fund and shall continue to be held hereunder by the 
Escrow Agent together with the unreleased balance of the Escrow Account. 





6. Regarding the Escrow Agent. In consideration of the acceptance by the Escrow Agent 
of its duties hereunder it is agreed by all parties hereto that: 





(a) The Escrow Agent’s duties and responsibilities shall be limited to those expressly set 
forth in this Escrow Instructions, and it shall not be subject to, or obliged to recognize, any other 
agreement between the parties hereto even though reference thereto may be made herein; 
provided, however, that with the Escrow Agent’s written consent, this Escrow Agreement may 
be amended at any time or times by an instrument in writing signed by or on behalf of the 
Company, Mr. Yarlagadda and the Escrow Agent. The Escrow Agent may withhold such 
consent only if such amendment would adversely affect the rights or liabilities of the Escrow 
Agent. 


(b) The Escrow Agent is authorized, in its reasonable discretion, to disregard any and all 
notices or instructions given by any of the parties hereto or by any other person, firm or 
corporation, except only (i) such notices or instructions as are herein specifically provided for, 
and (ii) orders or process of any court with jurisdiction. If any property subject hereto is at any 
time attached, garnished or levied upon or under any court order or in case the payment, 
assignment, transfer, conveyance or delivery of any such property shall be stayed or enjoined by 
any court order, or in case any order, judgment or decree shall be made or entered by any court 
affecting such property or any part thereof, then, and in any of such events, the Escrow Agent is 
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authorized, in its sole discretion, to rely upon and comply with any such order, writ, judgment or 
decree which it is advised by legal counsel of its own choosing is binding upon it; and if it 
complies with any such order, writ, judgment or decree it shall not be eligible to any of the 
parties hereto or to any other person, firm or corporation by reason of such compliance even 
though such order, writ, judgment or decree may be subsequently reversed, modified, annulled, 
set aside or vacated. 


(c) The Escrow Agent shall not be personally liable for any act taken or omitted 
hereunder if taken or omitted by it in good faith. In taking any action whatsoever hereunder, the 
Escrow Agent shall be fully protected in relying upon any written notice, paper, demand, 
certificate or other document reasonably believed by it in good faith to be genuine, or upon any 
evidence reasonably deemed by it to be sufficient. The Escrow Agent may consult with counsel 
in connection with its duties hereunder and shall be fully protected in any act taken, suffered or 
permitted by it in good faith in accordance with the advise of counsel. The Escrow Agent shall 
not be responsible for the sufficiency or accuracy of the form, execution, validity or genuineness 
of documents now or hereafter deposited hereunder nor shall it be responsible or liable in any 
respect on account of the identity, authority or rights of the persons executing and delivering or 
purporting to execute or deliver any such document. The Escrow Agent shall not be responsible 
for the sufficiency of any stock certificate or cash deposits received on any portion of the Escrow 
Funds, and its only duties hereunder are the express duties detailed herein, and no duties or 
covenants shall be implied as to the Escrow Agent. 


(d) If the Escrow Agent believes it to be reasonably necessary to consult with counsel 
concerning any of its duties in connection with this Escrow Agreement, or in case it becomes 
involved in litigation on account of being Escrow Agent hereunder or on account of having 
received property subject hereto, then in either case, the Escrow Agent’s costs, expenses, and 
reasonable attorneys fees shall be paid by the Company. 


(e) The Company shall pay in arrears, when billed by this Escrow Agent, the transaction 
and out-of-pocket costs of the Escrow Agent together with any extraordinary fees. The 
Company hereby agrees to indemnify and hold harmless the Escrow Agent from and against all 
claims, damages and losses, including legal and accounting fees and expenses, arising out of this 
Escrow Agreement, provided that no indemnification will be made for gross negligence or 
willful misconduct by the Escrow Agent. 
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